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– Estate Planning: Why You Need to Check Your Beneficiary Designations

Watch the Previous Episodes of Legal Talk Here

Rebecca A. Hobbs,
Esq., CELA

ESTATE PLANNING: WHY YOU
NEED TO CHECK YOUR

BENEFICIARY DESIGNATIONS

Many people periodically update their wills or other estate plans, but do
not update their beneficiary designations on non-probate assets such as
life insurance or retirement accounts (such as IRAs and 401(k)s). You
should review your estate plan with an attorney every two to three years
because all estate plans require on-going maintenance. In particular, a
change in your family, an increase in your net worth, a change in your
health, or a change in the tax law could significantly impact the
effectiveness of your plan. When reviewing your estate plan, you should
also review your beneficiary designations to make sure the designations
are not outdated. The following are some tips for naming a beneficiary
on non-probate assets:

https://www.youtube.com/watch?v=NBUyP-Tuo-o
https://www.owmlaw.com/resources/legal-talk/
https://www.owmlaw.com/attorney/hobbs-rebecca-a-cela/
https://www.owmlaw.com/attorney/hobbs-rebecca-a-cela/


Beneficiary Designations on Retirement Accounts

It is important to name a beneficiary on all retirement accounts. Do not assume that your retirement
plan will be distributed according to your will. If you do not name a beneficiary, the distribution of
benefits may be controlled by state or federal law or according to your particular retirement plan.
Some plans automatically distribute money to a spouse or children. While others may leave it to the
retirement plan holder's estate, this could have negative tax consequences. The only way to control
where the money goes is to name a beneficiary.

If you are naming a trust as the beneficiary of your retirement accounts, the trust must be properly
drafted to avoid tax consequences, so consult with your attorney before doing this. 

Beneficiary Designations for Minors

If you want your money to go to a trust for your children, be sure to designate the trust as the
beneficiary. If you name your children as the beneficiary, the money will go directly to them. If your
child is under the age of eighteen (18), a guardian will need to be appointed to manage the minor’s
estate. Therefore, creating a trust for your children and naming the trust as the beneficiary avoids the
need for a minor guardianship.

Beneficiary Designations for an Individual with Special Needs

If you have a beneficiary that has special needs, naming the individual with special needs as a
beneficiary of a non-probate asset could result in a loss of their Medicaid or Supplemental Security
Income (SSI). Therefore, it is very important to make sure that you create a special needs trust for the
individual with special needs and name the trust as the beneficiary. Naming the properly drafted
special needs trust as the beneficiary of the non-probate assets allows the individual to maintain their
public benefits without interruption.

Beneficiary Designations in the Event of Divorce and Other Life Circumstances

Even if you do not have big changes, you should review your beneficiary designation periodically.
Your beneficiary may not be who you remembered it to be or it may be outdated. For example, if you
named a charity as beneficiary, you will want to make sure the charity still exists. A Change of
Beneficiary form can often be easily obtained from your financial advisor or the financial intuition’s
website. If you get married or have children, you may want to change your beneficiary. Also, if your
spouse was your beneficiary and you get divorced, your former spouse will still be the beneficiary.
Divorce does not automatically remove an ex-spouse as beneficiary. If you wish to remove a former
spouse from the plan, you will have to fill out a new beneficiary designation form.

For a more complete explanation of beneficiary designations and estate planning, please contact
OWM Law and ask to speak with an Estate Planning Attorney at 610-323-2800 or email at
info@owmlaw.com. Also, please watch OWM's January 2020 Legal Talk program regarding Estate
Planning: Why You Need to Check Your Beneficiary Designations here.

Upcoming Events

David A. Megay, Esq., speaking at a Chester County Night School Seminar at Owen J. Roberts
Middle School, 881 Ridge Rd., Pottstown, PA on 3/31/2020 from 6:30 p.m.-8:30 p.m. entitled "Ask the
Lawyer: Starting and Operating Your Own Business" (the pros and cons of, and legal issues in,
starting and operating your own business, the benefits of forming your "business team," the different
types of legal entities, the need for partnership/shareholder agreements, how fictitious names work,
and other legal details regarding owning and operating your own business) (contact Chester County
Night School at 610-692-1964 or online here).
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David A. Megay, Esq., speaking at Chester County Night School Seminars at OWM Law Office, 347
Bridge St., Suite 200, Phoenixville, PA on 2/11/2020 and at Owen J. Roberts Middle School, 881
Ridge Rd., Pottstown, PA on 4/28/2020 from 6:30 p.m.-8:30 p.m. entitled "Ask the Lawyer: Buying
and Selling Real Estate in Pennsylvania" (legal issues regarding buying and selling real estate, both
with and without the involvement of a real estate agent, including common issues and pitfalls)
(contact Chester County Night School at 610-692-1964 or online here).

Kathleen M. Martin, Esq., CELA, speaking at Chester County Night School Seminars at Stetston
Middle School, 1060 Wilmington Pike, West Chester, PA on 3/24/2020 and at Owen J. Roberts
Middle School, 881 Ridge Rd., Pottstown, PA on 4/14/2020 from 7:00 p.m.-8:30 p.m. entitled "Elder
Law: How to Protect Your Assets and Plan for the Cost of Long Term Care" (get common questions
answered, such as "should I transfer our home to the children" or "do I need a trust?) (contact
Chester County Night School at 610-692-1964 or online here).

Kathleen M. Martin, Esq., CELA, speaking at Chester County Night School Seminars at Stetston
Middle School, 1060 Wilmington Pike, West Chester, PA on 4/7/2020 and at Owen J. Roberts Middle
School, 881 Ridge Rd., Pottstown, PA on 4/21/2020 from 7:00 p.m.-8:30 p.m. entitled "Beyond the
Simple Will" (What is probate anyway? Why do I need a Will, I don't have much? What are Powers of
Attorney and why are they important? Shouldn't I have a Trust? This class will answer these
questions and more about mysterious "estate planning" topics) (contact Chester County Night School
at 610-692-1964 or online here).

Watch OWM’s Legal Talk on PCTV,
Tuesdays at 8:30 Channel 28, and
Thursdays at 9:30 p.m. Channel 98, or
on our website here.

Read Legal Ease every first and third
Sunday in the Pottstown Mercury.
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